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KEY ECONOMIC INDICATORS 


All values in millions U.S. Exchange rate: U.S. $1.00=89.55 Bu francs 
unless otherwise stated (May 1976) 


INCOME, PRODUCTION, EMPLOYMENT 

Figures are unavailable in this essentially subsistent agricultural economy for plant and 
equipment investment, industrial production, average labor productivity, average industrial 
wage, employment or average unemployment rates. Estimates of what Burundi produces, 
and the monetized earnings equivalent of the population, amounted to perhaps $340 million 
in 1975, or about $85 per capita. 


ITEM % Change 1974-75 


MONEY AND PRICES 


Money and Quasi Money 

Public Debt Outstanding 

External Debt 

External Debt Service Ratio 

Interest Rates: Commercial 
Banks Prime and Average 

Interest Rates Central Bank 
Export Cr edits 0% 
Import Credits 0% 
Import Credits for certain items 0% 

of primary necessity 

Consumer Price Index (Civil Servants) a7i..2 188.3 

(4/65=100) 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves 13.7 
Balance of Payments -7.2 
Balance of Trade -14.4 
Exports FOB 27.8 
U.S. Share 29% 
Imports CIF 42.2 
U.S. Share 4.2% 5. 8% 


Imports from the U.S. totaled about $2.5 million 





SUMMARY AND OVERVIEW 


Burundi, a mountainous landlocked country about the 
size of Maryland, is located at the upper end of Lake 
Tanganiyka, where it is encircled by Zaire, Rwanda, and 
Tanzania. Most of Burundi's four million inhabitants depend 
on marginal subsistence farming and barter exchange, with a 
few farmers making some cash income from crops such as 
coffee, rice, and cotton. No national marketing system, 
even for basic foodstuffs, has yet evolved which would help 
tie the country together economically. 


Burundi's principal economic link with the outside 
world consists of coffee which annually produces more than 
80 percent of its hard currency export earnings. It is 
also a principal source of revenue for the annual operating 
and investment budgets, and, as the chief source of local 
monetary income, largely determines the general level of 
national economic activity and welfare. Thus, 1975's 
abnormally small ‘16,000 ton harvest, sold at low world 
market prices, had a very depressing effect on Burundi 
throughout 1975 and for the first half of 1976. Paradoxi- 
cally, Burundi's foreign exchange holdings amounting to 
$27 million at the beginning of 1976 were double those of a 
year earlier, owing to marketing tangles which delayed the 
receipt of payments for the 1974 coffee harvest until 1975. 


To stimulate Burundi's faltering economy, the Govern- 
ment has recently responded to this brighter foreign exchange 
picture, and to excellent prospects for windfall profits 
from its 1976 coffee harvest by boosting the incomes of 
peasant coffee and cotton producers and government employees, 
and by preparing to double the national investment budget. 


Nonetheless, possibilities for medium and long term 
economic growth in Burundi for some time will still depend 
on increasing levels of foreign aid currently flowing to 
Burundi from mostly Western European donors. The develop- 
ment of Burundi's large, recently discovered deposits of 
minerals would serve to lessen dependence on its coffee 
income and stimulate economic development, but the exploita- 
tion of minerals, only now at the preliminary studies stage, 
is still uncertain and a long way off. 


For American businessmen, aside from the future develop- 
ment of Burundi's minerals, opportunities are few. It is 
probable, therefore, that U.S. exports to Burundi, and private 
U.S. interest in local development projects, will remain at 
their current low levels for the time being. 





A. CURRENT ECONOMIC TRENDS 
Antecedents of the 1975 Recession 


Burundi suffered its worst balance of trade deficit on 
record in 1974, $14.457 million, owing mostly to factors 
beyond its control. Very low average prices for its 1974 
crop ($.55/pound FOB Dar es Salaam) produced a coffee income 
far below expectations for Burundi's record 28,000 ton har- 
vest (coffee is responsible for more than 80 percent annually 
of Burundi's total export earnings). Furthermore, rising 
freight costs and complications in exporting the coffee 1000 
miles overland to the nearest seaport at Dar es Salaam, as 
well as port congestion there, added costs and nearly over- 
whelming marketing problems. At the same time, Burundi's 
1975 import bill, reflecting rampant worldwide inflation and, 
again, higher freight costs, increased more than 40 percent 
(although actual tonnage increases for the year were less 
than five percent). 


1975: Fiscal Responsibility and Economic Recession 


The Government, true to its perennial concern for balanc- 
ing both the budget and its foreign trade accounts, reacted 
quickly to this 1974 deficit by restricting imports. It 
implemented what amounted to a 150 percent deposit require- 
ment for most imported goods (especially burdensome. on 
importers when it is considered that land-sea shipments lags 
often have surpassed six months). Moreover, despite a 
1974 twenty-three percent inflation rate, it even reduced 
slightly the national money supply creating a monstrous 
squeeze on credit. Unfortunately, these measures coincided 
with an abnormally small 16,000 ton coffee harvest in 1975 
which nearly halved the incomes of peasant coffee producers, 
who constitute about 20 percent of the national population. 
This caused 9 further withering of economic activity through- 
out the country. (The rise in world coffee prices which began 
in mid-1975 did, however, help to cushion the impact of this 
production shortfall on Burundi'’s hard currency earnings.) 


The conjunction of these events in 1975 produced and 
sustained a lingering depression in Burundi's small monetized 
economic sector. 1975 validations for import licenses fell 
by more than 20 percent, and the actual import volume declined 
by about 10 percent, (although owing to inflation, the dollar 
value of 1975's imports was about the same level as for 1974 
at $45.5 million). A scarcity of money, tight credit, and a 
greatly diminished consumer purchasing power also contributed 
to falling output in the small (light) industrial sector, which 
produces items such as soaps, shoes, paints, blankets, and 
simple cooking ware, and in the construction industry, which 
was also beset by supply problems and soaring material costs. 
The price of cement (all of which must be imported), for 





example, has more than doubled in the past 18 months. 


In fact, Burundi'ts real annual economic growth rate, 
which had been averaging an estimated two to four percent 
‘from 1970 through 1974, probably slowed to a stop during 
1975, or even declined. Given a national population growth 
rate of about 2.5 percent, Burundians were economically worse 
off by, perhaps, six percent in 1975 than in 1974. While 
much of this malaise can be attributed to Burundi's small 
1975 coffee harvest, the output of almost all of Burundi's 
exported products, which comprised 13 percent of exports and 
included tea, skins, cotton, and minerals, also declined, 
following the trend of recent years. The only exception to 
this downward trend has been tea, which during the past 
year has doubled its output and export value to $1.6 million. 
Perhaps even more disturbing to Government policy makers, 
however, was the public exposure of statistics in January 1976 
which showed that average yields for Burundi's traditional 
food crops on which the nation depends, such as manioc, maize, 
and beans, also seem to be in a decline. 


Brighter Prospects for 1976 


Paradoxically, Burundi's foreign exchange holdings rose 
from a precarious $13.7 million at the end of 1974 to $27.2 
million by the end of 1975, contrary to earlier expectations. 
This positive balance has largely resulted from the Govern- 


ment's success in holding down the value and quantity of 
imports, and from the lag in the receipt of payments for the 
record 1974 coffee harvest, of which $22.130 million (55 
percent) was not banked until 1975. 1975 also ended with a 
respectable 10 percent annual inflation rate, wrested down 
from 1974's depressing 23 percent level. 


This vastly improved foreign exchange position has pro- 
vided the Government with maneuvering room for exercising 
policy options during the first half of 1976 which otherwise 
it might not have risked undertaking. They have included 
relaxing import restrictions (beginning in fact during the 
last quarter of 1975) and a gradual, controlled expansion of 
the national money supply. More importantly, however, con- 
sidering current coffee price levels which are now almost 
triple Burundi's average 1975 selling price, the Government's 
fixed price to the peasant producer has been increased by 75 
percent. Government employees salaries (beginning May 1976) 
which had not been increased for the past eleven years have. 
also been boosted by 30 percent. Further moves to buoy up 
the economy will be made through increases in the investment 
budget (see below). 





To soften the inflationary impact of these measures, 
the Government has required that ten percent of each Govern- 
ment worker's salary be put into a savings account, auto- 
matically blocked for three years, from which the Government 
will draw to purchase national development bonds. The Govern- 
ment also devalued the franc by 12.5 percent to hold down 
imports by making them more expensive, and to get better 
mileage from 1976 hard currency coffee earnings, which could 
yield more than $50 million in 1976 if the current market 
price for Burundian coffee is sustained, and if the harvest 
goes up to about 22,000 tons. Thus 1976 should end with 
Burundi's overall economic position much improved at home 
and with its foreign reserve position generally satisfactory, 
even if somewhat reduced from the high level of the end of 
1975. Fiscal stability could become a problem again in the 
longer run, however, since devaluation will create a higher 
import bill without any commensurate increase in the level 
or value of Burundi's exports of basically unprocessed raw 
materials. 


Continuing Dependence on Foreign Aid 


During the past year, the Government has become more 
active in soliciting and sponsoring Burundi's agricultural 
development, especially in the industrial crop export sector. 
Burundi's 1976 (revised) investment budget, made up from 
Burundi's own resources, has not yet been made public, but 
expectations are that it will be double or almost double its 
1975 level ($11.9 million), and will be devoted principally 
to agriculture and infrastructure. 


Fundamental development efforts, nonetheless, still 
depend on foreign aid which, for 1975, was 17 percent higher 
than for 1974, and came to $17,409 million, which amounted to 
22 percent of Burundi's total hard currency receipts. When 
the salaries of foreign assistance personnel, materials for 
projects, soft loans, etc. are also counted, foreign aid to 
Burundi in 1975 totaled about $40 million. Principal donors 
(about 80 percent of the total) included the European Develop- 
ment Fund, UNDP, World Bank, France, Germany, and Belgium. 

The bulk of this aid has also been channeled into infrastruc- 
ture and the industrial crop sector, principally coffee and 
tea production, and some has been earmarked for much needed 
attempts a agricultural diversification. In the future, major 
new projects will include a sugar production/refining scheme 
and a fish production project on Lake Tanganyika. 


B. IMPLICATIONS FOR THE UNITED STATES 


Minerals 


Aside from America's interest in Burundi's general wel- 
fare, which during 1976 will include aid contributions of over 





one million dollars, mostly in PL-480 food, only Burundi's 
mineral resources, particularly nickel, have attracted serious 
U.S. attention. An American-led international consortium is 
studying the discovery of large and presumably rich nickel 
finds by a UNDP mineral survey team, and is presently await- 
ing the results of a prefeasibility study which may be con- 
pleted by mid-1977. The results of this study and the then 
prevailing estimates of the market situation concerning the 
current and future consumption of nickel will provide the 
consortium with a basis for deciding whether or not to 

involve itself financially in the development effort. The 
project would involve metallugical processing, electric. power 
supply, and complete infrastructure development, that could 
cost well more than three quarters of a bill dollars by 
completion. American companies so far have shown little 
interest in other titillating mineral finds, including uranium 
and rare earths, which have not yet been proven commercially 
viable. 


Other Business Opportunities are Few 


Aside from these long term prospects for developing 
Burundi's mineral deposits, few other interesting oppor- 
tunities exist for American businessmen. There are possi- 
bilities for investing in small or medium scale projects 
which will include the $7.8 million sugar production scheme 


presently in the planning stage, and in occasional World Bank 
or other international organization projects, on which U.S. 
firms can bid and which the Embassy routinely brings to the 
attention of potentially interested U.S. companies. Generally 
speaking, however, it would be necessary for any interested 
U.S. venture to invest in a close, constant liaison with 
Burundi's Government officials in order to have a chance of 
participation in interesting projects and commercial develop- 
ments in which Belgian, Italian, German interests, already in 
piace, have an edge. Moreover, these nationals and others in 
European Community states often have the sole meaningful bid- 
ding rights on aid projects sponsored by the EC or their own 
governments. Thus, American commercial activity in Burundi 
for the immediate future will probably follow the 1975 format, 
in which (principal) sales totaling about $2.5 million (about 
6 percent of Burundi's imports) were distributed as follows: 
wheat flour, $888,891; used clothing $847,512; and rice (for 
brewing beer), $221,896. Local merchants have maintained 

that all types of American hardware and tools, electrical 
equipment, and pharmaceuticals, for example, are competitive, 
but so far American suppliers, only several of whom are 
represented locally, have shown little interest in pursuing 
these generally small volume and low value sales opportunities. 





Coffee and the Coffee Trade 


In 1975, the U.S. purchased 48 percent of Burundi's 
coffee. Common Market countries, led by Germany (which took 
27 percent of the crop) bought the rest. These statistics 
signal a continuation of a trend toward a broader distribu- 
tion of Burundi's coffee clientele, as compared to 1967, 

1972, and 1973, when the U.S. .bought 94 percent, 79 percent, 
and 62 percent, respectively, of the total crop. Nonetheless, 
it is probable that the U.S., which offers the advantage of 
buying a large percentage of the crop without meticulous 
attention to grade, will continue for a long time as Burundi's 
best coffee customer, and therefore, at the same time, one 

of its most important trading partners. The U.S. role as 

a coffee client may become even more important again as 
Burundi, with continuing World Bank coffee project help, and 

a smoothing out of paralyzing world coffee price fluctuations, 
progresses toward its goal of an average annual production 

of 30,000 tons by 1980. 
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